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REVIEW OF THE MONTH
Following a rapid advance in the second
half of 1938 business activity has been main-
tained in recent months
Recent business and near the level achieved credit developments
by this advance. The
pattern of business developments since the
summer of 1936 has been, first, a rapid rise
in production to a level in excess of current
demand with a consequent accumulation of
inventories of semifinished and finished
goods. This level continued through the
summer of 1937 and was followed by a period
during which production fell considerably
below current consumption with a consequent
liquidation of inventories. In the latter half
of 1938 the rate of production once more rose
rapidly and toward the end of the year
caught up with the current consumption de-
mand.
At the present time output of industrial
products approximately corresponds to the
volume of goods being consumed by individ-
uals and industry. A further growth in ac-
tivity under current circumstances appears
to depend on an increase in consumption
arising out of such factors as further growth
in private residential building, larger outlays
for plant and equipment, and greater public
expenditures for construction or other pur-
poses.
Increase in business activity since the mid-
dle of 1938 has not been accompanied by any
substantial expansion of business borrowing,
but has been financed largely out of current
receipts or previously accumulated funds.
Commercial loans of banks have shown little
change in the period, and corporate security
issues for the purpose of obtaining new funds
have been in relatively small volume. There
have been moderate increases in real estate
mortgage loans by banks, by insurance com-
panies, and by savings and loan associations.
Funds available for investment have con-
tinued to increase, and short-term money
rates and yields on high-grade bonds have
fallen to new low levels. Prices of lower-
grade industrial and public utility bonds have
risen to near the high levels of the early part
of 1937, while stocks in these industries have
recovered less than half of their declines in
1937 and early 1938.
Bank deposits have increased further,
largely as the result of gold imports, and are
now larger than at any previous time. Banks
have added somewhat to their holdings of
obligations of the United States Government
and its agencies and of State and local gov-
ernments. As the result of the gold inflow
bank reserves have increased substantially
and excess reserves of member banks rose in
January to a new high level.
Income payments, which had increased
considerably during the second half of 1938,
appear to have been largely
maintained in the first two
months of this year. The current level, as
estimated by the Department of Commerce
and shown in the chart on the next page, is
nearly as high as that in early 1937 and about
7 per cent lower than the recovery peak
reached in the summer of that year.
Most of the increase in income payments
since the middle of last year has been in pay-
rolls at factories. Payrolls in trade, on the
railroads, and at mines have increased some-
what, however, and, when allowance is made
for seasonal influences, a considerable in-
crease is shown for the construction industry.
Government expenditures for work relief
have been maintained at the level reached in
National income
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Based on U. S. Department of Commerce monthly estimates
of the amount of income payments to individuals.
Earnings of large industrial corporations
increased sharply in the fourth quarter as in-
creased business was reflected in rapid im-
provement in the earnings of the steel and
automobile industries and a continuation of
the third quarter advance in earnings of
other reporting companies as a group.
The number employed in nonagricultural
pursuits, after declining from approximately
35,700,000 in the summer of
Employment 193? tQ ^^ 32>200,000 in the middle of 1938, had increased to about
33,500,000 by last December, according to the
Bureau of Labor Statistics. From Decem-
ber to January employment showed the usual
seasonal sharp decline.
The recovery in the second half of 1938 was
chiefly in manufacturing industries, where
the previous declines had been largest. In
trade and some other lines there were smaller
increases in employment, and in transporta-
tion and construction the number employed
was about the same in December as in the
middle of 1938 although in these industries
employment is usually lower at the end of
the year than in the summer.
The rise in factory employment after the
middle of last year was accompanied by a
considerable increase in the average number
of hours worked per week. The present level
of hours is nearly as high as at any time in
the recovery period except in the latter part
of 1936 and early in 1937, and any further
substantial increase in activity would be re-
flected more fully than during recent months
in an increase in the number employed and
less in the average number of hours worked.
Since the end of 1938 volume of industrial
production has shown less than the usual
seasonal rise, and data
Industrial production ^ ^^^^ indicate
that in February the Board's seasonally ad-
justed index was at about 99 per cent of the
1923-1925 average as compared with 101 in
January and 104 in December. The cur-
rent level of output, which is in sharp con-
trast to the low rate of 77 that prevailed
during the second quarter of 1938, reflects
substantial increases since last summer in
output of both durable and nondurable manu-
factured products and in output of minerals,
as is shown on the accompanying chart.
In the nondurable goods industries as a
group, activity is now nearer the level of
early 1937 than is activity in the durable
goods industries. In some lines, such as
textiles and shoes, production began to in-
crease rapidly late last spring, following a
long period of inventory liquidation, and in
recent months has been maintained at a rate
not much below the high levels of 1937. In
some other lines, such as petroleum refining
and the manufacture of tobacco products,
output continued at a high level throughout
the period.
In most industries producing durable goods
there have been increases in output since last
summer, but in general the increases have
been much less pronounced than the earlier
declines, and current levels are considerably
below those reached in 1937. This is due
chiefly to the small volume of expenditures
for new plant and equipment during the
past year or more. In recent months orders
for machine tools and for other types of ma-
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Figures for February 1939 are preliminary estimates.
chinery have increased somewhat and ac-
tivity in these lines has shown some increase.
Output of lumber and cement have also in-
creased since last summer, reflecting pri-
marily the rise in residential building and
the increase in public construction projects.
In the automobile industry production rose
sharply with the introduction of new models
last fall and is currently at an annual rate
of nearly 4,000,000 cars and trucks. Do-
mestic sales of both new and used cars and
exports have been at levels consistent with
this rate of output, and stocks of new and
used cars, while increasing seasonally, are
below the high levels of early 1938.
Activity at steel mills increased substan-
tially in response to the considerable in-
crease in demand from the automobile indus-
try and to smaller increases in demand from
a number of other sources, such as the ma-
chinery, construction, and container indus-
tries, and, to some extent, the railroads. In
some instances increased demand followed
the using up of stocks of steel accumulated
earlier. Since the beginning of this year
steel ingot production has been between 50
and 55 per cent of capacity as compared
with a rate of around 30 per cent during the
first half of 1938. It appears that further
considerable advance from the present level
will depend largely on increased outlays for
industrial equipment and on the initiation of
programs for plant construction.
At mines, output has increased steadily
since last summer and is now close to the
volume maintained throughout most of 1937.
Stocks of most metals and fuels continue in
considerable volume.
Building contracts declined in January, re-
flecting for the most part a reduction in
awards for public projects, which
U
1
 ing had been large in the last quarter
of 1938, owing to the requirement that Pub-
lic Works Administration projects be started
before the end of the year. The bulk of the
expenditures on these public works will be
made during the remainder of this year and
early in 1940. Contracts for private work
showed little change from December to Jan-
uary and were at a seasonally low level. Cur-
rently private residential building is sub-
stantially above the level of a year ago, while
the volume of factory and other nonresiden-
tial building is approximately the same. Fig-
ures for the principal types of construction
are shown in the table on the next page.
The increase in residential building since a
year ago has been almost uninterrupted, on a
seasonally adjusted basis, as is shown on the
chart on the next page. In the early months
of 1938 the increase was predominantly in
one-family dwellings, but in the latter half
of 1938 the volume of apartment construction
also increased considerably. The increase
in apartment construction was largely in
the New York metropolitan area and reflected
principally the starting of two slum-clear-
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Source: F. W. Dodge Corporation. The figures shown are not ad-
justed for seasonal variation.
ance projects of the United States Housing
Authority, a number of rental housing pro-
jects financed under mortgages insured by
the Federal Housing Administration, and a
large rental housing project initiated by a
life insurance company.
RESIDENTIAL BUILDING
CONTRACTS AWARDED IN 37 EASTERN STATES
ADJUSTED FOR SEASONAL VARIATION
-LIONS OF DOLLARS
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Based on F. W. Dodge Corporation data.
Reports on home mortgages selected for
appraisal by the Federal Housing Adminis-
tration showed a rapid increase during Janu-
ary and the first two weeks in February, fol-
lowing a seasonal decline in November and
December, and the current level is substanti-
ally higher than that of a year ago. Con-
struction was started during January on in-
sured rental housing projects providing 3,100
dwelling units; in the year 1938 projects of
this type accounted for 12,000 units or nearly
a fourth of all privately-financed apartment
Railroads
instruction in the country. In January con-
struction contracts were awarded for five
slum-clearance projects of the United States
Housing Authority, to provide 1,560 dwelling
units, bringing the total started under this
program to 8,800 units.
Prices of building materials have shown
little change in recent months, following a
substantial decline during 1937 and early
last year, and are now slightly above the
1935-1936 level. Wage rates in the building
trades have remained considerably above the
level of those years. Rents for residential
properties have shown little change since the
end of 1937.
The volume of railway freight traffic,
which had increased considerably from June
to November 1938, has been main-
tained since that time, with only
seasonal changes, at a level about the same as
that prevailing in the early part of 1936.
Railway operating revenues likewise showed
a sharp rise after the middle of last year,
while expenses increased by a smaller
amount, and net operating income during the
last quarter of 1938 averaged $56,000,000 a
month as compared with $17,000,000 a month
in the second quarter.
Distribution of commodities to consumers
declined seasonally in January following a
considerable rise in the second
half of last year. In recent
months the dollar volume of general mer-
chandise sold has been about the same as a
year earlier and only slightly smaller than
during the peak of recent years—from the
latter part of 1936 to the latter part of, 1937.
Prices, however, are lower now, and it is
probable that the physical volume of goods
sold is as large as at that time. The course
of sales and stocks at department stores is
shown for recent years in the accompanying
chart. At retail outlets selling only durable
consumers' goods, such as automobiles and
furniture, sales have expanded considerably
from the low level of last summer and are cur-
Retail trade
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rently in larger volume than a year ago
but are still substantially less than during
most of 1937.
DEPARTMENT STORE SALES AND STOCKS
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Prices of most farm staples and industrial
materials have shown little change during
the past six months. The
Commodity prices generaJ J^J Qf wholesale commodity prices, as measured by the Bureau
of Labor Statistics' index, has declined about
one point since the middle of August to 76.6
per cent of the 1926 average. Prices of farm
products and foods have continued at about
the same level, while prices of other com-
modities, as a group, are somewhat lower
than in August. This decline in the indus-
trial commodity group has reflected for the
most part lower automobile prices this season
and large decreases in prices of petroleum
and petroleum products.
The money market has continued to reflect
the large volume of funds seeking invest-
ment outlets and the rela-
Money market and tiyely gmaH amoUnt of credit developments .
high-grade paper avail-
able. Excess reserves of member banks in-
creased in January to a new high level of
$3,600,000,000. In the first half of February
there was a decline of about $400,000,000,
resulting principally from cash payments to
the Treasury for purchase of guaranteed
notes issued by governmental credit agencies.
This loss in reserves will be restored as
Treasury expenditures reduce Treasury de-
posits with the Reserve banks.
The Government security market has been
strong during the past three months and on
February 28 yields on both Treasury bonds
and Treasury notes were at record low levels.
The average yield on long-term Treasury
bonds declined from 2.52 per cent early in
December to 2.39 per cent on February 28,
while the average yield on long-term Treas-
ury notes declined from 0.68 per cent to 0.57
per cent. The decline in yields was gradual
and steady until February 28 when there was
a sharp rise in prices, following announce-
ment of Treasury financing plans.
In the last week of December and the first
two weeks of January new issues of Treasury
bills sold at a no-yield basis or slightly higher,
owing to a large demand for Treasury bills
for tax avoidance and statement purposes.
Subsequently, the average discount on new
bill issues rose slightly to about 0.004 per
cent. Around the turn of the year holdings
of Treasury bills increased considerably at
Chicago banks and declined at New York City
banks. It appears that somewhat more than
half of the guaranteed obligations issued by
Government agencies were purchased by
banks in large cities, which are constantly
seeking short-term high-grade securities for
investment of their idle funds.
In response to the extremely easy money
market conditions prices of the highest-grade




y steadily since the early
part of 1938, and in recent
months new record low yields below 3 per
cent have been reached by the industrial and
public utility issues included in the Moody's
averages for Aaa bonds.
For stocks and lower-grade bonds of cor-
porations a sharp upturn in prices in the
latter part of June 1938 was followed by a
gradual and irregular increase with declines
Federal Reserve Bulletin: March 1939172 FEDERAL RESERVE BULLETIN MARCH 1939
in September 1938 and in January 1939, when
there were critical developments in Europe.
Prices of industrial and railroad stocks have
shown a slight declining tendency since the
early part of November, while public utility
stocks have risen in recent weeks above their
November levels.
By the end of February lower-grade bonds
of leading public utility and industrial com-
panies had recovered most of the price de-
cline that occurred from early in 1937 until
the early part of 1938, and yields, as shown
by the bonds included in Moody's Baa aver-
age, were less than V2 of 1 per cent above the
lows of the early part of 1937. Stocks in
these industries had recovered nearly half
of the 1937-1938 decline. For stocks of
railroads only a small part of the price de-
cline has been recovered. Yields on lower-
grade railroad bonds, as shown by issues in-
cluded in Moody's Baa averages, are about
\y± per cent higher than in the early part
of 1937.
The volume of corporate security issues, as
shown by the Commercial and Financial
Chronicle tabulation, has de-
Security issues creased in recent months, fol- lowing a period of five months from June to
October 1938 when the capital market showed
signs of increasing activity.
Corporate issues for new capital averaged
$30,000,000 a month from November to Feb-
ruary. As shown in the table, this is about
the same monthly volume as during the period
January to May of last year and considerably
smaller than the monthly volume of $120,-
000,000 during the period June to October
1938 when a number of corporations sold
securities largely for the purpose of repaying
bank loans. Refunding issues of corpora-
tions have averaged about $110,000,000 in
recent months as compared with an average
of $40,000,000 a month in the latter part of
1937 and the early part of 1938.
Security issues of State and municipal gov-
ernments and of Federal credit agencies have
been increasing since the early part of 1938,
and in recent months the average volume for
these two groups of governmental organiza-
tions has been larger than in any period since
1935 when there was an unusual amount of
refunding, especially by the Federal land
banks.
DOMESTIC SECURITY ISSUES

























































1 Includes issues of State and municipal governments and publicly
offered issues of Federal credit agencies but excludes direct obligations
of the United States Government.
2Details not available.
Source: Commercial and Financial Chronicle.
Meeting of the Federal Advisory Council
The first meeting of the Federal Advisory
Council for 1939 was held on February 13-14,
1939. Walter W. Smith was reelected presi-
dent and Howard A. Loeb was reelected vice
president. These officers as ex officio mem-
bers and Messrs. Steele, Fraser, Hanes and
Brown will comprise the executive commit-
tee. Walter Lichtenstein was reappointed
secretary.
Death of President of Federal Reserve Bank of
Atlanta
Oscar Newton, President of the Federal
Reserve Bank of Atlanta, died on February
13, 1939. Mr. Newton was appointed a Class
A director of the Atlanta bank on January
1, 1920, and served in that capacity until De-
cember 31, 1924. On January 1, 1925, he
was appointed a Class C director and desig-
nated as Chairman and Federal Reserve
Agent of the bank. He served in these ca-
pacities until January 15, 1935, on which
date he was appointed Governor of the bank.
He held that position until March 1, 1936,
Federal Reserve Bulletin: March 1939MARCH 1939 FEDERAL RESERVE BULLETIN 173
when he was appointed President of the bank
for the five-year term ending February 28,
1941.
Appointment of President of the Federal Reserve
Bank of Atlanta
On February 20, 1939, the Board of Gov-
ernors approved the appointment by the
board of directors of the Federal Reserve
Bank of Atlanta of Robert S. Parker as Presi-
dent of that bank for the unexpired portion
of the five-year term ending February 28,
1941, to succeed Oscar Newton. Mr. Parker
had served as First Vice President of the
bank since March 1, 1936.
Erratum in Federal Reserve Bulletin for February
In heading on page 91 of February Bulle-
tin, Vol. 26 should have been Vol. 25.
List of Registered Stocks
The Board of Governors of the Federal
Reserve System has published a "List of
Stocks Registered on National Securities Ex-
changes" as of January 31, 1939, for the pur-
pose of facilitating compliance by banks with
the provisions of Regulation U. Additions
and changes in the list will be indicated in
supplementary lists to be issued quarterly, in
May, August, and November 1939. These
lists will be similar in form to those published
by the Board during 1937 and 1938.
Regulation U applies to loans by banks for
the purpose of purchasing or carrying stocks
registered on a national securities exchange,
and in determining, for the purposes of Reg-
ulation U, whether or not a security is a
"stock registered on a national securities ex-
change", a bank may rely upon the list pub-
lished by the Board.
A copy of this list has been mailed to each
member and nonmember bank in the United
States. Copies have also been furnished to
bank examiners and supervisory authorities,
national securities exchanges, etc. Other
persons may obtain copies of these lists, di-
rectly from the Board, at a charge of 25 cents
for the annual number and the three supple-
ments, with a reduction on subscriptions for
five or more copies.
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